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Honorable Hersan Jones, Director ,_.z :
Jas Utilities Divieion 3 #Q;—?'J_t{, i
Ratliroad Cowmission of Texss e

Pear Sirs Opinion No. O=3524.

of our Opinion
vhether Arti-

0n May 13, 1941, Hone

 Director of thc Ges Utilities 1- o of\the Rallyesd Commission

of Texas, requested aun opint : ~ partzent on vhether
or not the Republic Naturel mpeny 13/a gas utility within
Article 6050, Revised Civil 8 ey 50 far as the sdio-

tion of the Hailroad Coomission is conferred Ly Articles
6056 and 6060’ 'upm. \ .

6056 and was alse provided by Article 6060,

- BUDYR., - o0 Iy sald campany to reconsider
said opinioyp g sald request vere furnished
vith & comprehw : yperting thalr sontemtions.

| T I8 with us a vigoreus attack has been
made ujon { question. Thess statutes sre »

g canod Session, 35th Loaiulatm, chnpur
14, page 8‘ - nt is eommonly known ss the "Cox Bill."

three genersl vategories, ss deing perseas, campanies or cor-
popations engaged in the following businesss
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*1. Producing or obtalning, transporting, oon-
veying, distridbuting or delivering natursl gas: (a)
for public use or service for compensation; (%) for
sale to municipalities or persons or companies, in
those ceses referred to in paragraph ¥ hereof, engaged
in distributing or sslling natural gus tc the publleg
(c) for ssle or delivery of natural gas to any person
or [irm or corporation opsrating under franchise or a
contrect vith any municipality or other legal subdivi-
sion of this State; or, (4) for sale or delivery of
natural gas to the public for domestic or other use.

"2. Owning oy opereting or managing a gipo line
fsr the transportation or carriage of natural gas,
vhether for publiec hire or not, if any part of the
right of way for said line haas beon asquired, or may
hereafter be acquired by the exercise of the right of
eninent domain; or 1f sald line or any pari thereof

is laid upon, over or under sny public road or highvay
of this State, or street or alley of any munisipality,
or the right of way of any railroad or other pudlic
utility; ineluding also any natural gas utfility su-
thorized by lav to exercise the right of ehinent domain,

“3, Producing or purchasing naturel gas and
trangporting or causing the same to de tranaported by
pire lines to or near the limits of any municipality
in vhich said zas is received and dlstriduted or sold
to the public by another publiec utility or by sald
muntcipality, in all oases vhere such business is in
fact the osuly or practically exclusive agency of supply
of natural gas to suoh utility or municipality, is bhere-
by deaclared to De virtually menopoely and & business and
oalling affected vith a publiec interest, and the sald
business and property employed tharein within this State
shall be subject to the provisions of this lav and to
the Juruﬁicsmn snd regulation of the Coammisedion as &
ges utility.

Article 6056, supra, provides that corporetions soming
witnin the provisions of Artiocle 6050 shall make certain reports
tolt.ho Failroad Commission of Texas. Said Article 6056 reads as
followst
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"The Commission may require of a’l persons op
corporations operating, owning or controlling such
gas pipe lines swvorn reports of the total quantities
of gas distridbuted by such plpe lines and of that
held by them in stoérage, and aleo of their source of
supply, the nuxber of wolls from which they drav their
supply, the =axount of pregsure mainteined, and the
ameunt and character and deseription of the equipment
exployed, and such other matters pertaining to the
business as the Commission may deem pertinent.”

Artiele 6060 13 the stitute which levies a tsx of one-
fourth of one per cent upon the gross receipts of such gas utili-
ties as come vithin the provisions of Article 6050, supre. Said
Article SOGO 28 as follows:

"Bvery gas utility subjest to the provisions of
this subdivision on or before the first day of January
and quartarly thereafter, shall file with the Commis-
sion &« statement, duly verified as true and correct by
the president, treasurer or genersl manager if a com-
pﬁniggr eorporatian, or by the owner or one of them if
an individual or co-partnership, showing the gross
receipts of suchwility for the quarter next preceding
or for such portion of eaid quarterly period as such
utility may have been conducting eny business, and at
such tims shall pay into ths fitate Treasury at Austin
a sum equal to ons-fourth of one percent of the zross
income received fram all business done by it within
this State during sald quarter.®

Hovever, Article 6060, sbove quoted, was repsaled in part
by Bection 10, Houss Bill 547 of the 42nd Legislature (Acts of 1931,
Kond jegislature, R. 5., Ch. 75, page 111). Section 10 of said
B1ll provides ag follovs:

"that Article 5060 of the Revised Cilvil Statutes
of 1925, except a0 fr>» as it imposes a license fee
or tax cf one-fourth of one per cent against persons
owning, operating or manAging pipe lines ss provided
in Section 2 of Article 6050, 18 heredy repesled and
said fund shall be used for enforoing the provisions
of Articles 6050 and 6056, inelusive.”
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Therefore, reading Articles 6050 and 6060, aupra, to-
gether and as applied tc the guestion before us, they provide
as follovs:

"Every corporstion engaged in thse business of
ovning or operating or msnaging a pipe line for the
traneportation of or carriege of natural gas, vhether
for public hire or not, if any part of the right-of-
way for eaid line has been acquired or may heresafter
be acquired by the exercise of the right of eminent
domain, or if sald line, or any part thereof 1is laid

on, over or under any public road or highway of

s ntate, or if suoh corporation is authorized to
exercise the right of eminent domain, shall pay a tax
of one-fourth of one per cent of its gross income.”

Republic Natural G.s Company is incorporated under the
lavs of the State of Delaware snd on January 2, 1935, wvas granted
a permit to do business in the State of Texas., The pemmit of the
gas company suthorizes it "to establish and maintain an oil busi-
ness vith authority to contrast for the lease and purchase of the
right to prospect for, develop and use coal and other minerels,
petroleus and gasj also the right to erect, bulld and all
necessary oil tanks, cars and pipes for the operetion of busi-
ness of seme, # ¢ & "

The above purpose is authorized by Section 37, Article
1302, Revised (ivil Statutes. o

To arrive at & conclusion as to vhether or not the Re-
public Katurel Gas Company is lisble for the tax it is first neces-
sary to determine the nature of ites business. This is necessary
for the reason that Article 6050, supra, provides that the tax -

shall be paid by those engaged in the business of owning or operet-

or managing & pipe or the transportation or carriage o
natural gas. _ :

From the faots before us it appears that the Republie
NHatural Gas Compeny is authorized to engage in the olil business
with the suthority to prospect for and develop gas vells together
vith the right to erect such tanks and pipes as are necessary for
the operation of ite business. It further appears that the gas
company owns & nuaber of gas wells in the Saxet fleld, Nueces Coun~
ty, Texas; that it hag pipes running from its wells to a centrsl
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point on its owvn lease vhere the gas is s0ld and delivered to
the City of Corpus Christi through 2 line owned by that City.
In fae¢t, the lines of the gas company constitute z gathering
system vhich brings its gas to a point of sale and delivery.

We have attached to this opinion a rough dreft shoving
the location of the gas company's lines, the roads and the point
of delivery tc the City of Corpus Christi. Three of the lines
travel from the varicus vells in a& northerly direction snd cross
State Highwey No. S5. However, we are informed that this highway
vis constructed after the lines had besn erected and for that
reason we vill not be concerned with these lines with respect to
their crossing & public road., It will be noted that tvo lines
of the gas company mun from the north side of the gas company's
leases in a aour.horlz direction and c¢ross a public road at points
indicated “A" and "B" on the map attached hereto. The line "A"
1s one used to carry gas for jetting wells and does not enter the
lines used to furnish the city. Line "B" 1s a 2-1/2" line that
carries gas across the pudblic road known as "Shell Road” to a 6"
line, thence to the ecity pipe line,

Fovw in considering whether or not the ublic Naturel
Oas is in the bdusiness of or rat OF NANs
a pipe line as provmgnp% %on!EEi Py Tr%gci ) ) %ﬂ. sup "'m"'i,&

1t must be thought that the legislature aoted vwith due regard to
the naturel and fundamental laws of the gas produeing business.
This being true, the legislature knev, as 40 all men, that it is
not economically feasible to un a pipe from each well to the
point of marketing and sale, but that it is at times neces

for the proper opsretinn of the gas wells to construct gathering
systems vhich will concentrate the gss from each vell to a gentral
point and from vhich point the gas ia delivered to the purchaser,
By this ve do not mean that a producer could not bde in the busi-
ness of cperating a pipe line but we 4o mean that a producer %
not engaged in the pipe line business just because he must neoces-
sarily use pipes to gather his product for marketing. We beltieve
that in the instant case the lines used by the gas compapy are
simply part and parcel of the implements necessary for the opsra-
tion of ite gas wells. In short, the Republic Natural G.s Company
is engaged in the business of uoing gas and not in the business
of transportation of natursl g pipe lines.

If it be true that Republic Natural Gas Company has ac-
quired a part of its right-of-way for its pipe line by ths exer-
cise of the right of eminent domain or has the pover to exerciso
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the right of eminent dcmain or that his lines do ecross over the
public road, all as is provided in paragraph 2, Article 6050,
supra, such would not alter the Legislative mandate. This for
the reason that thstgir;: z::rcqu}aito is that the gas company
wust be engaged in siness © #g? or gperating or manag-
&gg s pipe lins for the transportation of natiiral gas. Ve are
of the opinion that Republic ﬁaEEFEI Gas Company 1s not engaged
in such business.

You are, therefore, advised that such gas compsany is
not 1liable for the one-fourth of one per cent tax on its gross
receipts as provided in Article 6060, supre, as amended.

However, ve are of the opinion that Repudblic Natural
Ges Company is engaged in the dusiness of producing naturel ges
for public use for compensstion and for sale to aunicipalities as
provided in paragraph one, Article 6050, supre, and as such must
make the reports reQuired by Artiecle 6056, supra.

We, therefore, overrule our opinion No, 0-3528, in so

far as it holds that Republic Naturel Gas Company is subjeot to
the tax as provided in Article 6060.

Yours very tmuly
ATTORREY GENERAL OF THEIAS
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